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Union Calendar No. 275_
"= H, R, 2528
[Report No. 97-456]

 To amend the Economy Act to provide that all departments and agencies may
obtain materials or services from other agencies by contract, and for other
purposes. '

IN THE HOUSE OF REPRESENTATIVES

MarcH 17, 1981

Mr. BROOKS introduced the following bill; which was referred to the Committee
on Government Operations

MarcH 11, 1982

Reported with an amendment, committed to the Committee of the Whole House
on the State of the Union, and ordered to be printed '

[Strike out all after the enacting clause and insert the part printed in italic]

To amend the Economy Act to provide that all departments and

agencies may obtain materials or services from other agen-
cies by contract, and for other purposes.

1 Be it enacted by the Senate and House of Representa-
2 tives of the United States of America in Congress assembled,
3 That seotion Ha) of the Aet of May 21, 1090; entitled “An
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of defense; for the armument thereoh; and for the proeeure-
ment of heavy ordnance for trial and serviee; for the fseal
yoar ending June 30, 1021, and for other purposest (31 .
U-S:C. 686(); as amended by the Aet of June 30; 1032, |
eommeonly reforred to as the Beonomy Aot of 1932 is
amended— |

() by striking out “equipped to rendes and in-

(@) by striking out the frst provise in such see-
10 ion; and by striking out “fusther” in the second pro-
11 wiso; and

W@ W 2 & Ot o W DN

12 3) by striling out “ecompetitive bids” in sueh
13 . seeond provise and inserting in lew thereof ~“eontraet

14 That section 7(a) of the Act of May 21, 1920, entitled “An
15 Act making appropriations for fortifications and other works
16 of defense, for the armament thereof, and for the procurement
17 of heavy ordnance for trial and seﬁice, for the fiscal 'year
18 énding June 30, 1.9,21,‘ and for other purposes” (31 U.S.C.
19 686(a)), as amended by the Act of June 30, 1932, commonly
20 refe'rred to as the Economy Act of 1932, 13 amended—

21 (1) by striking out “in a position to supply or
22 equipped to render’’ and inserting in lieu thereof “in a .
23 position or equipped to supply, render, or obtain by
24 contract’;
HR 2528 RH
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3.
() by striking out the first proviso in such sec-
tion, and by striking out “further” in the second provi-
s0; o
(3) by striking. out ‘‘competitive bids’ in such

second proviso and inserting in lieu thereof “contract”’;

and

(4) by adding at the end thereof the following new
sentence: “Any condition or limitation applicable to the
procurement funds of any executive department, inde-
pendent establishment, bureau, or office which places
an order or lets a contract under the provisions of this
section shall be applied in placing such order or letting

such contract.”’,

HR 2528 RH )
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97ta ConareEss | HOUSE OF REPRESENTATIVES { RerorT
2d Session - ' » No. 97456

ECONOMY ACT AMENDMENTS

MagrcH 11, 1982 —Committed to the Committee of the Whole House
on the State of the Union and ordered to be printed

Mr. Brooxks, from the Committee on Government Operations,
submitted vthe following

REPORT

['1‘0 accompany H.R. 2528]

[Including cost estimate of the Congressxonal Budget Oﬁice]

The Committee on Government Operations, to whom was referred
the bill (H.R. 2528) to amend the Econoniy Act to provide that all
departments and agencies may obtain materials or services from other
agencies by contract, and for other purposes, having considered the
same, report favor ably thereon with an amendment and recommend
that the bill as amended do pass.

The amendment strikes out all after the enacting clause and inserts
a new text whlch appears in 1tahc type in the reported blll

EXPLANATIO\' OF AMENDME\’T S Lt

Inasmuch as all after the enacting clause of H.R. 2528 was strlcken
and all lJanguage incorporated into the amendment, this xeport con-
stitutes an explanatmn of the amendment , :

L SUMMARY AND PURPOBE DTS

H.R. 20‘)8 isa techmcal amendment to the Act whxch 1s commonly .
referred to as the Economy Act of 1932. This, amendment has the effect, -
of authorizing all agencies of the Federal Government to obtain goods’ .
and services by contract in ‘order to fulfill reqmsltlons placed with them,
by any other agency in the Federal government. Currently this author-
ity exists for the benefit of only five agencies. These agencies, listed
in section 7(a) of the Act (31 USC 686(a)), are the “Department, of
the Army, Navy Department, Treasury Department, Federal Av iation
Administration, and the Federal Maritime Commlssuon

91-373 O
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HEARINGS

A hearing on H.R. 2528 was held by the Subcommittee on Legisla-
tion and National Security on October 28, 1981. Testimony was re-
ceived from the Comptroller General of the United States and the
Deputy Director of the Office of Management and Budget, both of
whom support the legislation.

Codrrrer \crioxN

H.R. 2528 was introduced by Chairman Jack Brooks. The Com-
mittee on Government Operations ordered the bill reported on March
4, 1982, by a unanimous voice vote with a quorum present.

Hrsroricarn Backerovsnp

The Economy Aet, enacted in 1932, permits government departments
to place orders with one another “for materials, supplies. equipment,
work, or services, of any kind that such requisitioned Federal agency
may be in a position to supply or equipped to rendei . . ..” but makes
no mention of interagency requisitioning of matetials or services to be
obtained by contract. In his decision at 19 Comp. Gen. 544 (1939), the
Comptroller General held that: :

Section 601 of the Economy \Act of June 30, 1932 (47 Stat.

417) does not authorize the transfer of funds from one Fed-

_eral agency to another for the purpose of having the second

agency procure the performance of work for the first ageney

by outside contracts, the authority being limited to orders that

the requisitioned agency may be in a position to supply or
cquipped to render. . , .
~In 1942 the Economy. Act was amended to allow agencies which
had been requested to furnish supplies or to perform work for one
of 5 specifically named agencies (the Departments of the Army, Navy
and Treasury and the Federal Maritime Commission and the Fed-
eral Aviation Administration) * to do so by entering into a contract
with a private contractor. As originally introduced, the 1942 amend-
meént would have extended authority to contract out in order to bene-
fit all agencies. The amendment was narrowed to cover only 5 agen-
cies after concern was voiced that a general grant of such authority

would result in transactions among two many agencies.

Since then, however, other statutes have authorized other agencies
to enter into agreements for the performance of joint projects in-
volving procurement. by contract. For other than the five named agen-
cies, however, the Comptroller General has held in 52 Comp Gen. 128
(1972), that ' o - ’

- although contracts may be used in the case of joint agency

research and study projects authorized by law. rhe end prod-
net must be needed and used by both agencies involved ; but

* The departments aund agencies are listed by their current namex. The lsting as ft ap-
peared in the inguage of the 1942 amendment Is as follows: *. . | the War Department,

Navy Department, Treasury Department, Civil Aeronautics Administration, and the Mari-
time Commission. . . .
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that, widre only one agency needs work performed by con-

tract, and the agency letting the contract does not itself need

the product of the contract, then the restrictions of the

Feonomy Aet apply. o .
Dascussion

The Economy Act of 1932 permits agencies to place orders with
other agencies for goods and services. However, only five named agen-
cies—the Department of the Avmy, Navy and Treasury, the Federal
Aviation Administration and the Federal Maritime Commission—are
allowed to requisition goods and services that the servicing agency
could supply “by contvact.” FLR. 2528, which would amend the Econ-
omy Act to extend this authority to allow Federal agencies to con-
tract out for goods and services on behalf of all other agencies, was,
introduced by Chairman Brooks after information had been received
that the restrictions in the Economy Act were adversely affecting ef-
forts to operate the Government economically and efliciently.

During hearings of the Legislation and National Security Sub-
committee in Oceober 1981, witnesses from both the Office of Man- .
agement and Budget and the General Accounting Office supported .
enactiment of the measure. As stated by Milton Socolar, then Acting
Comptroller General: D ‘

P

s S

‘ , : The Act was designed to promote economy in Government
! operations by making it possible to use the most efficient Gov-
B ernment resources available regardless of which agency pos-
sessed then. : i
* ™ * * -5 v * . o » .
. : It seems axiomatic that economy and efficiency in Govern-
ment will be furthered by allowing Federal agencies with
greater capabilities in given areas to provide related serv-
ices or procure speciatized materials for other agencies
with less experience. : - :
~ In answer to a request from Chairman Brooks for examples of pro-
curement problems caused by the general prohibition against con-
tracting out, the Director of the Office of Management and Budget
cited the difficulty experienced by the Coast Guard in placing orders
with the Department of Defense, since the Coast Guard is not among :
the 5 listed agencies exempted from the provisions of the Economy
Act that prohibit agencies from contracting out to fulfill requisitions R R
: of other agencies, . . : ' '
y * The prtﬁtibition in the Iconomy Act, of course, does not preclude
‘ agencies from obtaining necessary goods or services through their
own resources. Agencies are already authorized to have necessary
work performed by contracting directly for work or services with out-
side parties, rather than by requesting another agency to act as mid-
dleman. On occasion, however, it is. more economical to have their
“orders executed through contracts with outside parties if such con-
tracts are placed by another agency which already possesses the ap-
propriate expertise, * ~o T T -

T
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Since 1942, when the Economy Act was amended to allow agencies
to contract out for goods and services on behalf of only 5 specified
agencies, numerous areas of agency expertise have been developed.
With the autherity extended to allow agencies to contract out on be-
half of any other Federal agency, an agency having only an occa-
sional requirement in a specific area could turn to an agency with sub-
-stantial experience in:the area for assistance. This would eliminate
the need to duplicate the requisite expertise. For instance, if the Im-
migration and Naturalization Service has a requirement for night
sensors for border protection, that agency could seek assistance from
the Department of Defense which presumably has already developed
expertise in that area. Or, if the Coast Guard had a requirement for

_ navigational equipment, it could seek assistance from the Department

of the Navy to acquire such, rather than duplicate research and de-
velopment already under way or completed. Various statutes now
permit such interagency requisitioning in specific areas; however, re-
moval of the general restriction allows the maximum utilization by
the Government of valuable expertise developed over the years in
the various Government agencies. In addition, such generally-avail-
‘able authority creates the potential for wider use by the Government
~of quantity discounts or other benefits which may not have been avail-
able in the past. It will also permit an agency to use another agency
which has some, though not all, of the capability to do the requisi-
tioned work by allowing the requisitioned agency to simply contract
out the part of the work that it cannot do.

In order to assure that the authorization/appropriation process is
not circumvented, the amendment specifically requires that both the
requisitioning agency and the requisitioned agency are otherwise’
authorized to procure the item or service in question.

e i enin ANAnysts or HLR. 2528

H.R. 2528 amends section 7(a) of the Act of May 21, 1920, entitled
S“An Act making appropriations for fortifications and other works of
_defense, for the armament thereof, and for the procurement of heavy
Jordnance for trial and service, for the fiscal year ending June 30, 1921,
_aihd for other purposes” (31 U.S.C. 686(a)), as amended by the Act of
..June 30,1932, commonly referred to as the Economy Act of 1932—
",..(1) By striking out “in’'a position to supply or equipped to render”
—and 1mserting in Tiew thereof “in a position or equipped to supply,

- “render, or obtain by contract”;

This provision has the effect of allowing a requisitioned agency to

.contract out for goods and services ordered by any other agency in
“the Federal Government. It is important to note that the requisitioned
agency must, by virtue of its operating authority, be already able—
“1n a position or equipped”—to supply such goods or services, whether
‘through its own resources or by contract with outside parties. The
Comptroller General of the United States, in a letter to Chairman
Brooks dated December 18, 1980 indicated that the law

was intended to authorize the procurement of additional
equipment, supplies, materials and services by a performing
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agency so long as the work was within the scope of the activi-
ties normally performed by the agency and adequate facilities
already existed to perform the work.

Therefore, in our opinion, an agency may accept an order
under the Economy Act for work or service which is within
the scope of activities normally performed by the agency and
for which it possesses adequate facilities to perform the work
or service, even though the performing agency may find it
necessary to procure additional supplies, materials or

_equipment. :

Concerning the requisitioned agency’s anthority to hire additional
personnel, the Comptroller General wrote,

In the absence of a clear expression of legislative intent on
this matter, we will adopt the interpretation that best serves
the purpose of the legislation in question, that is, to effect
economy in the Government. 58 Comp. Gen. 674, 681 (1978).
Therefore, since permitting agencies to add additional tem-
porary personnel in order to perform work for which it al-
ready possesses facilities and expertise serves to effect econ-
omy in the Government, we hold that it is authorized under
the Economy Act. (Letter to Chairman Brooks dated Decem-
ber 18, 1980.) :

- (2) By striking out the first proviso in such section, and by striking
out “further” in the second proviso;

This provision deletes the sentence which restricts a requisitioned
agency’s contracting out authority to that which would benefit only
five agencies. This deletion extends for the benefit of all Federal agen-
cies authority for a requisitioned agency to contract out in order to
fulfill orders from other Federal agencies.

(3) By striking out “competitive bids” in such second proviso and
inserting in lien thereof “contract;” and -

The effect of this provision is to allow the requisitioned agency to
use any method of procurement which is allowed by other laws govern-
.ing Government procurement. Since the drafting of the “competitive
bid” language, a separate body of law governing contracting out by
Government agencies has developed. Implementing procurement regu-
lations require that agencies obtain materials and services by competi-
tive sealed bids whenever possible. When not possible, the regulations
permit negotiation, again requiring competition whenever possible.
Written justification and approval are required for any non-competi-
tive procurement. These alternatives should be available when one
agency is requisitioned by another, and the continued specifying of
only one method of contracting could, in some cases, impede or prevent
the carrying out of a requisition.

(4) By adding at the end thereof the following new sentence:

Any condition or limitation applicable to the funds of any
executive department, independent establishment, bureau, or
office which places an order or lets a contract under the provi-
sions of this section shall be applied in placing such order or
letting such contract.
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This provision precludes any interagency activity which eould result
in the circumvention of conditions and limitations applicable to either
the ordering or the requisitioned agency on the use of Government
funds which are otherwise available for the procurement of goods or
services. The Comittee adopted the above language in order to elim-
inate any confusion or any possible doubt concerning the intent of
H.R. 2528 as it relates to this issue,

Estimate oF THE CoNeresstoNaL Bupcer OFrice

The following estimate prepared by the Congressional Budget Office
in accordance with section 403 of the Congressional Budget Act is sub-
mitted as required by subdivision (¢) of clause (2)(1)(3) of House
Rule XI1: :

U.S. Coxcress,
CoxoresstoNaL Bupcer Orrice,
Washington, D.C., March 5, 1982.
Hon. Jacx Brooks,
Chairman, Committee on Government Operations, .
- Hlouse of Representatives, Washington, D.C. H

Dear Mz. Criamryan : Pursuant to Section 403 of the Congressional
Budget Act of 1974, the Congressional Budget Office has reviewed
H.R. 2528, a bill to amend the Economy Aect to provide that all de-
partments and agencies may obtain materials or services from other

"agencies by contract, and for other purposes, as oridered reported by
-the Honse Conunittee on Government Operations, March 4, 1982.
The bill will allow departments and agencies to utilize the existing
. expertise and/or economies in procuring goods and materials of other *
departinents and agencies. It also allows for partial fulfillment of
inter-agency orders by contracts for work or services with outside
parties. It 15 expected that this bill will result in no additional costs
to the government, and may resnlt in some cost savings, although the

.magnitude of such savings cannot be estimated on the basis of avail- -
able information. : S ‘

Sincerely, S :
N . ' Raymonp C. ScurpracH
- (For Alice M. Rivlin, Director).

Comdrrree Esridiate or Cost

The committee agrees with the cost estimate contained in the sub-
mission of the Congressional Budget office above and presents that
estimate as the Committee’s pursuant to the requirements of Clause 7

: of House Rule XIT1. P T :
o IR InFraTioNanry Idipacy

In compliance with clause 2(1) (4) of House Rule XI, it is the
opinion of this Committee that the provisions of this bill will have
no inflationary impact on prices and costs in the operation of the
national economy. )

Oversierrr FiNpiNes

The Committee has maintained continuous oversight of the agencies
affected by this legislation but has made no detailed findings und
recomendations other than those contained elsewhere in this report.
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New Bonerr Avrnonrrey axp Tax EXpENDITURES RN
No new budget authority or tax expenditures are contained in this
legislation.
Revivw or Existing Law

_ During consideration of this legislation all applicable laws, includ-
ing the Economy Act of 1932, were reviewed.

* CsancEs 1N Exisrine Law Mape sy Tuz Bins, s ReportEn

In compliance with clause 3 of rule XIII of the Rules of the House :
of Representatives, changes in existing law made by the bill, as re-
ported, are shown as follows (existing law proposed to be omitted is
enclosed in black brackets, new matter is printed in italic, existing law
in which no change is proposed is shown in roman) :

Jicoxoay Acr or 1932

Sec. 7. (a) Any executive department or independent establish-
ment of the Government, or any bureau or office thereof, if funds are
available therefor and if it is determined by the head of such execu-
tive department, establishment, bureau, or office to be in the interest

) of the Government so to do, may place orders with any other such
B department, establishment, burean, ov office for materials, supplies,
equipment, work, or services, of any kind that such requisitioned Fed-
eral agency may be [in a position to supply or equipped to render] in
@ position or equipped to supply, render, or obtain by contract, and
shall pay promptly by check to.such Federal agency as may be requi-
sitioned, upon its written request, either in advance or upon the fur-
nishing or performance thereof, all or part of the estimated or actual
cost thereof as determined by such department, establishment, bureau,
or office as may be requisitioned; but proper adjustments on the basis :
of the actual cost of the materials, supplies, or equipment furnished,
or work or services performed, paid for in advance, shall be made as
may be agreed upon by the departments, establishiments, bureaus, or
offices concerned [ : Provided, That the Department of the Army, Navy
Department, Treasury Department, Federal Aviation Agency, and the ot
Federal Maritime Commission may place orders. as provided therein,
for materials, supplies, equipment, work, or services, of any kind that
any requisitioned Federal agency may be in a position to supply, or K
to render or to obtain by contract}: Provided [ further}, That 1f such
work or services can be conveniently or more cheanly performed by
private agencies such work shall be let by [competitive bidsJ contract
to such private agencies. Bills rendered, or requests for advance pay-

" ments made, pursuant to any such order, shall not be subject to audit
or certification in advance of payment. Any condition or limitation
applicable to the procurement funds of any executive department,in-
dependent establishment, burcau, or office which places an order or
lets a contract under the provisions of this section shaill be applied in A )
placing such order or letting such contract. e

* * * * * * *

O
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